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(2) A state may, however, secure a
temporary waiver of this latter re-
quirement based on unusually compel-
ling conditions.

(f) State support. Federal universal
service discounts shall be based on the
price of a service prior to the applica-
tion of any state provided support for
schools or libraries.

[62 FR 32948, June 17, 1997, as amended at 62
FR 41304, Aug. 1, 1997; 63 FR 2130, Jan. 13,
1998; 63 FR 70572, Dec. 21, 1998]

§54.506 Internal connections.

(a) A service is eligible for support as
a component of an institution’s inter-
nal connections if such service is nec-
essary to transport information within
one or more instructional buildings of
a single school campus or within one or
more non-administrative buildings
that comprise a single library branch.
Discounts are not available for internal
connections in non-instructional build-
ings of a school or school district, or in
administrative buildings of a library,
to the extent that a library system has
separate administrative buildings, un-
less those internal connections are es-
sential for the effective transport of in-
formation to an instructional building
of a school or to a non-administrative
building of a library. Internal connec-
tions do not include connections that
extend beyond a single school campus
or single library branch. There is a re-
buttable presumption that a connec-
tion does not constitute an internal
connection if it crosses a public right-
of-way.

(b) Basic maintenance services. Basic
maintenance services shall be eligible
as an internal connections service if,
but for the maintenance at issue, the
internal connection would not function
and serve its intended purpose with the
degree of reliability ordinarily pro-
vided in the marketplace to entities re-
ceiving such services. Basic mainte-
nance services do not include services
that maintain equipment that is not
supported or that enhance the utility
of equipment beyond the transport of
information, or diagnostic services in
excess of those necessary to maintain
the equipment’s ability to transport in-
formation.

(c) Frequency of discounts for internal
connections services. Each eligible
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school or library shall be eligible for
support for internal connections serv-
ices, except basic maintenance serv-
ices, no more than twice every five
funding years. For the purpose of de-
termining eligibility, the five-year pe-
riod begins in any funding year, start-
ing with Funding Year 2005, in which
the school or library receives dis-
counted internal connections services
other than basic maintenance services.
If a school or library receives internal
connections services other than basic
maintenance services that are shared
with other schools or libraries (for ex-
ample, as part of a consortium), the
shared services will be attributed the
school or library in determining wheth-
er it is eligible for support.

[69 FR 6191, Feb. 10, 2004]

§54.507 Cap.

(a) Amount of the annual cap. The an-
nual funding cap on federal universal
service support for schools and librar-
ies shall be $2.25 billion per funding
year. All funding authority for a given
funding year that is unused in that
funding year shall be carried forward
into subsequent funding years for use
in accordance with demand. All funds
collected that are unused shall be ap-
plied to stabilize universal service con-
tributions in accordance with the pub-
lic interest and consistent with
§54.709(b) for no more than three quar-
ters, beginning with third quarter 2002.
Beginning no later than second quarter
2003, all funds collected that are unused
shall be carried forward into subse-
quent funding years for use in the
schools and libraries support mecha-
nism in accordance with the public in-
terest and notwithstanding the annual
cap.

(1) Amount of unused funds. The Ad-
ministrator shall report to the Com-
mission, on a quarterly basis, funding
that is unused from prior years of the
schools and libraries support mecha-
nism.

(2) Application of unused funds. On an
annual basis, in the second quarter of
each calendar year, all funds that are
collected and that are unused from
prior years shall be available for use in
the next full funding year of the
schools and libraries mechanism in ac-
cordance with the public interest and
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notwithstanding the annual cap, as de-
scribed in paragraph (a) of this section.

(b) A funding year for purposes of the
schools and libraries cap shall be the
period July 1 through June 30. For the
initiation of the mechanism only, the
eighteen month period from January 1,
1998 to June 30, 1999 shall be considered
a funding year. For the 1998-99 funding
year:

(1) Schools and libraries filing appli-
cations within the initial 75-day filing
window, and receiving approval for dis-
counts on recurring services, shall re-
ceive funding for requested recurring
services through June 30, 1999; and

(2) Schools and libraries filing appli-
cations within the initial 75-day filing
window, and receiving approval for dis-
counts on eligible nonrecurring serv-
ices, may receive those nonrecurring
services subject to the approved dis-
count amounts through September 30,
1999.

(c) Requests. Funds shall be available
to fund discounts for eligible schools
and libraries and consortia of such eli-
gible entities on a first-come-first-
served basis, with requests accepted be-
ginning on the first of July prior to
each funding year. The Administrator
shall maintain on the Administrator’s
website a running tally of the funds al-
ready committed for the existing fund-
ing year. The Administrator shall im-
plement an initial filing period that
treats all schools and libraries filing
within that period as if their applica-
tions were simultaneously received.
The initial filing period shall begin on
the date that the Administrator begins
to receive applications for support, and
shall conclude on a date to be deter-
mined by the Administrator. The Ad-
ministrator may implement such addi-
tional filing periods as it deems nec-
essary.

(d) Annual filing requirement. Schools
and libraries, and consortia of such eli-
gible entities shall file new funding re-
quests for each funding year no sooner
than the July 1 prior to the start of
that funding year. Schools, libraries,
and eligible consortia must use recur-
ring services for which discounts have
been committed by the Administrator
within the funding year for which the
discounts were sought. The deadline for
implementation of non-recurring serv-
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ices will be September 30 following the
close of the funding year. An applicant
may request and receive from the Ad-
ministrator an extension of the imple-
mentation deadline for non-recurring
services if it satisfies one of the fol-
lowing criteria:

(1) The applicant’s funding commit-
ment decision letter is issued by the
Administrator on or after March 1 of
the funding year for which discounts
are authorized;

(2) The applicant receives a service
provider change authorization or serv-
ice substitution authorization from the
Administrator on or after March 1 of
the funding year for which discounts
are authorized;

(3) The applicant’s service provider is
unable to complete implementation for
reasons beyond the service provider’s
control; or

(4) The applicant’s service provider is
unwilling to complete installation be-
cause funding disbursements are de-
layed while the Administrator inves-
tigates their application for program
compliance.

(e) Long term contracts. If schools and
libraries enter into long term contracts
for eligible services, the Administrator
shall only commit funds to cover the
pro rata portion of such a long term
contract scheduled to be delivered dur-
ing the funding year for which uni-
versal service support is sought.

(f) Date services must be supplied. The
Administrator shall not approve fund-
ing for services received by a school or
library before January 1, 1998.

(g) Rules of priority. Administrator
shall act in accordance with paragraph
(9)(1) of this section with respect to ap-
plicants that file a Form 471, as de-
scribed in §54.504(c) of this part, when a
filing period described in paragraph (c)
of this section is in effect. Adminis-
trator shall act in accordance with
paragraph (g)(2) of this section with re-
spect to applicants that file a Form
471, as described in §54.504(c) of this
part, at all times other than within a
filing period described in paragraph (c)
of this section.

(1) When the filing period described
in paragraph (c) of this section closes,
Administrator shall calculate the total
demand for support submitted by appli-
cants during the filing period. If total

144



Federal Communications Commission

demand exceeds the total support
available for that funding year, Admin-
istrator shall take the following steps:

(i) Schools and Libraries Corporation
shall first calculate the demand for
telecommunications services, voice
mail, and Internet access for all dis-
count categories, as determined by the
schools and libraries discount matrix
in §54.505(c). These services shall re-
ceive first priority for the available
funding.

(if) Schools and Libraries Corpora-
tion shall then calculate the amount of
available funding remaining after pro-
viding support for all telecommuni-
cations services, voice mail, and Inter-
net access for all discount categories.
Schools and Libraries Corporation
shall allocate the remaining funds to
the requests for support for internal
connections, beginning with the most
economically disadvantaged schools
and libraries, as determined by the
schools and libraries discount matrix
in §54.505(c) of this part. Schools and li-
braries eligible for a 90 percent dis-
count shall receive first priority for
the remaining funds, and those funds
will be applied to their requests for in-
ternal connections.

(iii) To the extent that funds remain
after the allocation described in
§54.507(g)(1) (i) and (ii), Schools and L.i-
braries Corporation shall next allocate
funds toward the requests for internal
connections submitted by schools and
libraries eligible for an 80 percent dis-
count, then for a 70 percent discount,
and shall continue committing funds
for internal connections in the same
manner to the applicants at each de-
scending discount level until there are
no funds remaining.

NOTE TO PARAGRAPH (g)(I)(iii): To the extent
that there are single discount percentage
levels associated with “shared services”
under §54.505(b)(4), the Administrator shall
allocate funds for internal connections be-
ginning at the ninety percent discount level,
then for the eighty-nine percent discount,
then for the eighty-eight percent discount,
and shall continue committing funds for in-
ternal connections in the same manner to
the applicants at each descending discount
level until there are no funds remaining.

(iv) If the remaining funds are not
sufficient to support all of the funding
requests within a particular discount
level, Schools and Libraries Corpora-
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tion shall divide the total amount of
remaining support available by the
amount of support requested within
the particular discount level to
produce a pro-rata factor. Schools and
Libraries Corporation shall reduce the
support level for each applicant within
the particular discount level, by multi-
plying each applicant’s requested
amount of support by the pro-rata fac-
tor.

(v) Schools and Libraries Corporation
shall commit funds to all applicants
consistent with the calculations de-
scribed herein.

(2) Rules of priority. When expendi-
tures in any funding year reach the
level where only $250 million remains
before the cap will be reached, funds
shall be distributed in accordance to
the following rules of priority:

(i) The Administrator or the Admin-
istrator’s subcontractor shall post a
message on the Administrator’s
website, notify the Commission, and
take reasonable steps to notify the
educational and library communities
that commitments for the remaining
$250 million of support will only be
made to the most economically dis-
advantaged schools and libraries (those
in the two most disadvantaged cat-
egories) for the next 30 days or the re-
mainder of the funding year, whichever
is shorter.

(ii) The most economically disadvan-
taged schools and libraries (those in
the two most disadvantaged categories)
that have not received discounts from
the universal service support mecha-
nism in the previous or current funding
years shall have exclusive rights to se-
cure commitments for universal serv-
ice support under this subpart for a 30-
day period or the remainder of the
funding year, whichever is shorter. If
such schools and libraries have re-
ceived universal service support only
for basic telephone service in the pre-
vious or current funding years, they
shall remain eligible for the highest
priority once spending commitments
leave only $250 million remaining be-
fore the funding cap is reached.

(iii) Other economically disadvan-
taged schools and libraries (those in
the two most disadvantaged categories)
that have received discounts from the
universal service support mechanism in
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the previous or current funding years
shall have the next highest priority, if
additional funds are available at the
end of the 30-day period or the funding
year, whichever is shorter.

(iv) After all requests submitted by
schools and libraries described in para-
graphs (g)(2) and (g)(3) of this section
during the 30-day period have been
met, the Administrator shall allocate
the remaining available funds to all
other eligible schools and libraries in
the order in which their requests have
been received by the Administrator,
until the $250 million is exhausted or
the funding year ends.

[62 FR 32948, June 17, 1997, as amended at 62
FR 40748, July 30, 1997; 62 FR 41304, Aug. 1,
1997; 62 FR 56120, Oct. 29, 1997; 63 FR 2130,
Jan. 13, 1998; 63 FR 3832, Jan. 27, 1998; 63 FR
45958, Aug. 28, 1998; 63 FR 70572, Dec. 21, 1998;
64 FR 22810, Apr. 28, 1999; 64 FR 30442, June 8,
1999; 64 FR 33788, June 24, 1999; 66 FR 38378,
July 24, 2001; 67 FR 41866, June 20, 2002; 68 FR
36942, June 20, 2003; 69 FR 6191, Feb. 10, 2004]

§54.508 Technology plans.

(a) Contents. The technology plans re-
ferred to in this subpart must include
the following five elements:

(1) A clear statement of goals and a
realistic strategy for using tele-
communications and information tech-
nology to improve education or library
services;

(2) A professional development strat-
egy to ensure that the staff under-
stands how to use these new tech-
nologies to improve education or li-
brary services;

(3) An assessment of the tele-
communication services, hardware,
software, and other services that will
be needed to improve education or li-
brary services;

(4) A budget sufficient to acquire and
support the non-discounted elements of
the plan: the hardware, software, pro-
fessional development, and other serv-
ices that will be needed to implement
the strategy; and

(5) An evaluation process that en-
ables the school or library to monitor
progress toward the specified goals and
make mid-course corrections in re-
sponse to new developments and oppor-
tunities as they arise.

(b) Relevance of approval under En-
hancing Education through Technology.
Technology plans that meet the stand-
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ards of the Department of Education’s
Enhancing Education Through Tech-
nology (EETT), 20 U.S.C. 6764, are suffi-
cient for satisfying paragraphs (a)(1),
(@)(2), (a)(3) and (a)(5) of this section,
but applicants must supplement such
plans with an analysis demonstrating
that they meet the budgetary require-
ment described in paragraph (a)(4) of
this section. Furthermore, to the ex-
tent that the Department of Education
adopts future technology plan require-
ments that require one or more of the
five elements described in paragraph
(a) of this section, such plans will be
acceptable for satisfying those ele-
ments of paragraph (a) of this section.
Applicants with such plans will only
need to supplement such plans with the
analysis needed to satisfy those ele-
ments of paragraph (a) of this section
not covered by the future Department
of Education technology plan require-
ments.

(c) Timing of certification. As required
under 54.504(b)(2)(vii) and (c)(1)(v), ap-
plicants must certify that they have
prepared any required technology
plans. They must also confirm, in FCC
Form 486, that their plan was approved
before they began receiving services
pursuant to it.

(d) Parties qualified to approve tech-
nology plans required in this subpart. Ap-
plicants required to prepare and obtain
approval of technology plans under this
subpart must obtain such approval
from either their state, the Adminis-
trator, or an independent entity ap-
proved by the Commission or certified
by the Administrator as qualified to
provide such approval. All parties who
will provide such approval must apply
the standards set forth in paragraphs
(a) and (b) of this section.

[69 FR 55110, Sept. 13, 2004]

EFFeCTIVE DATE NOTE: At 69 FR 55110,
Sept. 13, 2004, §54.508 was added, effective
Oct. 13, 2004. This section contains informa-
tion collection and recordkeeping require-
ments and will not become effective until ap-
proval has been given by the Office of Man-
agement and Budget.

§54.509 Adjustments to the discount
matrix.

(a) Estimating future spending requests.
When submitting their requests for
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